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Goodbye Glomnaly’ﬂcS'
Stealth Stock Evaporates

N “Because of the hlghly cIassnfled ‘nature of

‘ stealth technology and stealth’ -weapon systems,

_the company is not permltted to- disclose whlch ;
of such technologles and. weapon systems it |s;

| ' partICIpatmg in and the extent: of such

- ; partlclpatjon.;
. : ——Globul Analytlos lnc Aug. 30 1983 prospectus .
.ByMarkPotts L -
Washmgton Post Staff Wnter LA T ’ T
' . -Like the top-secret: “stealth” technology ‘that is 1ts spemalty,.
details about. Global AnalyticsInc. were all but invisible when 5'
. the company issued -an: offer to sell stock :to the pubhc two
_ months ago. . L
! And then the stealth stock offenng 1tself dlsappeared szf
. Inacryptic announcement the two-yedr-old Georgetown com-
- pany whose business is making tanks, airplanes and even ShlpS
. invisible to radar, said it had dropped plans to sell stock to the
pubhc “for reasons of natlonal secunty >k
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) SeeSTEALTH,-pageM.
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. they should withdraw.” e "

- ors weren’t
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Stock Offer |

From Stealth
Tech Firm

Dlsappears

STEALTH, From page 1 - ) .
The stock issue was pulled off the mar-

- ket two weeks ago, more than two months*
- after Global Analytics filed a prospectus

with the Securities and Exchange Commis-
sion’ to sell 1.48 million shares of stock for
as much as $25 million. .

Pentagon officials insist the Defense De- .

‘partment did not bury the Global Analytm

stock. The decision was the company’s own,
a.Pentagon spokesman said. “The’ Air Foree -
in no way asked them to withdraw, nor did |
the Air Force insinuate in any -way that’

Several defense‘mdustry executives and—

stock analysts said they can’t remember a !
-new stock offering ever bemg shot down for '

national security reasons. :

-Some  suggested the company’s an-..
nouncement itself represents a bit of .
“stealth.” Global Analytics might have '
dropped the issue because it feared invest-

of $14 ta $17 a share for stock in a fledgling
company whose business was cloaked in
national security.

Global Analytics’ executwa say they de-

. cided the company should remain privately

owned after discussions with-the Defense *'
Department -about the sensmvn;y of the
company ’s work. ' .

to pay the asking price .

pparently there were fears that
the disclosure requirements -of °
public companies would cause
Global Analytics to reveal too

many details of the technology that is sup-

posed to prevent bombers, missiles and .

other military aircraft and vehicles from
being detected by enemy radar.
-Technical details of how sbea]th” works

_are classified, -and the very. existence of
“stealth” technology was not made pubhc

until three years ago.

Industry observers speculate that Pen~ :
“tagon and. company officials ' feared the
Russians would be able to glean tidbits -

about American defense .technology. from

Global Analytics ‘dociments -that would .’
have been' required’ by .the Securities and

Exchange  Commission, such as the form”
10-K detailed annual financial report.

“A Pentagon source said ‘increasing -inci-
dents of espionage have .made the Defe
Department sensitive about the amourit’ of
information being released by.defensé con-
tractors. Government -officials- fear that by-
disclosing that they are doing 'classified :
work, public’ companies “further highlight .

the potentlal for becoming targets for es<?
‘p1onage, the soufce:said.; "

_Industry”analysts and Pentagon off cxa]s‘Y
say :the”Defense Department usual]y is'in-
“formed: in. ‘advance of stock offerings, re-

“ports. to the SEC or announcements involv<
-ing defense-related companies. The firms’
: voluntarily submit the informatlon ‘o se-
* curity rewew, sources said. - b

Declassified in Part - Sanitized Copy Approved for Release 2013/12/23 : CIA- RDP92800478R000800340007 O bt

Declassified in Part - Sanitized Copy Approved for Release 2013/12/23 : CIA-RDP92B00478R000800340007-0

" Global Analytics did niot ssk for clearance .

on the prospectus ‘before. it was’issued last:

_ August. “GAI did not come to DOD with

security review on that. prospectus,” -the

: _spokesman said. He added that Global An-

alytics may not have-asked for the review .

because it may not be doing work  directly !

on a defense contract. The company could
be working as a_subcontractor to another
* defense contractor, -or domg the prOJect on

< a speculative basis.-
Defense-industry. analysts however, say. .

they are surprised that the company would
have gone ahead with its plans to- offer’

" . stock to the public without giving the Pen-.

tagon a prehmmary look at the prospectus,
particularly since most -of the principal of-
ficers of the company are former Pentagon’

. research and development officials. -

-“I can't believe. for a second that the peo

7 ple who were involved would. ‘be naive -
- enough to do anythmg that would- jeopar-
. dize themselves in ‘that. fashlon, says one

!- analyst. .
+ - In any case; it appears that somebody
- had second thoughts. ’

Company executives won’t say: much

""about what, happened,, limiting their' com- .

* ments'to information in the company’s

- press release and insisting that there’s °

. nothing unusual about the decxsxon to drop .
the stock offering.

~-“We just had some dlscussxons and chose
* to withdraw,” says Chairman Alan D. Si-
mon,_a former Pentagon official. Although .
. the company does not rule-out.a public of-

. fering some time in the future, Simon ‘Says |
E the company will continue for now to rely ™~

on private. ﬁnancmg “We're. just gomg to
" stay private,” Simon says.

r.- Simon also disnfisses questions about

why the company would issue a ‘prospectus ,

and then later decide against the ‘stock of-"_ -
fermg “The ‘timing is not a blg issue to
me,” he says.

Global ‘Analytics was a mystery even be-
fore its stock offering dlsappeared A

“They - were invisible,” says longtime -
" aerospace industry analyst John Sxmon of
Amdec Securities. . - .

“They were real people, but nobody .
what thav did ? Qiman cai

\r
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Analysts say they would go to underwrit- ing to published reports,” the prospectus
ers’ presentations of new issues that includ- -
ed Global Analytics and come away know-
ing little more about the company than :
they had before. John Simon says he was .
able to find out “zippo” about Global An- .
alytics. e ’ .
The prospectus wasn’t much help. Forty-
two pages long, superficially resembling .
scores of other offerings for similar high-
tech start-up companies, it nevertheless -
provided little substantial information be-
yond some sketchy financial background
and a history of the company and its prin-
cipals. A fold-out four-color cover showing -
laboratory scenes and computer-generated -
graphics could have come from just about .
any high-tech company. T
“There’s almost nothing that you could -
learn from the prospectus,” says Howard
Mager, an analyst at DLJ Securities. ‘
What the prospectus did say was that
the company specialized in “low observable.
- technology” " (LOT); better “known s ;
~ “stealth™ technology: Thé ‘stealth’ program |
. the existerice 6f Which was- first: Jeaked by 4
. the Carter administration.in-3980, is be+" . e e
lieved to use:radarideflecting or“absorbing* ©. "A - bout.all that Global Analytics’ -
i A

include: the elimination of angular parts;

ceramics, and fiberglass and fiber-rein-
_forced airframe skins instead of metal; the

noise; and the use of shielded engine ex-
haust systems to.reduce heat emissions.” .
And where - other companies boast in

. logical - advantages that would make them

_ alytics’ prospectus offered little more than
~ a disclaimer: D ‘ :

" of stealth technology and stealth- weapon
systems, the company is not permitted - to
- disclose which of such technologies and
.. weéapons systems it is participating-in and
- the extent of such participation.” .. .

- materials” ‘to - make-:aircraft, -~ prospectus .would -disclose about

other 4vehicles™ virtually invisible‘s%o. xz the company’s work -was that it .

" and other‘electr,onic‘d’etectioggggi% . produces  * computer-generated -

GlobaliAnalytics wouldn't. even offer i models and analyses of the “radar signa-"

- -own definition of the technology. “Accord- - ‘tures” of weapons systems, and that it de- -
: ST . - signs and builds stealth equipment to min-

" imize those “signatures,” using non-metallic -
composite materials. “The company utilizes
computer-aided design methods and com-

. posite laminate mechanics (which involve .

{ the layering of materidls); to" develop-and, i

+ produce-structures; such as wirigs, fins an

‘canopies;’ which " have : low- observable fea-
““tures”(deflect “rather" thai; refle ,

; the prospectus,said. .

s
¢

i The prospectus also let-on
f; Analytics had “recently..begur low-volumery
- production. of sthictural ‘componsnts” ahd®’

" electronic subsystems,” and that it had re-:
_.cently received & $26- million subcontract to_

3
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'said, “the stealth features under consider-
ation for these proposed weapon systems

the positioning of engines so that the tur-

bine blades will be hidden from radar; the -
* use of composite materials such as graphite, , :

use of sound-absorbing materials in engine
housings, redesigned turbine blades and -
new. engines designed to reduce -aircraft

their offering statements about the techno- .

attractive to potential investors, Global An-- .

“Because of the’ hﬁgh]y classified ‘natuire °

ibuﬂd stealthlédxﬁpment for twdvprototypes'
of a weapons system. . ) )
But it did not offer any other details of

.this or other. contracts, nor did it idéntify

the two aerospace companies that }}ad pro- -
vided 66 percent of the company’s $10.5
million in revenues for the 11-month penod
ending last July 31. “The company is pre- .
cluded by mnational security constraints
from disclosing the identity of its principal .

© customers;” the prospectus said. - <

" Global Analytics’ top-level sécurity.clear

" ances gave it a competitive advantage over ’
“other companies interested in winnmng

stealth contracts, the company claimed. “It

would take. such competitors' a significant.
- amount of time to achieve the national se- -

curity status currently held by the compa- -
" ny,” the prospectus noted. .- - - ...
" The Global Analytics executives listed in_ . -
: the document are all alumni of various De-
‘fense Department “skunk, works” that con: -
" duct’ super-secret’ advanced weapons Te-
. search. ) e D
" Company Chairman Simén is identified -

as former director of ‘Air Warfare_ in l:,he .
£'Office of Defense Research and Engineering - ;
& from 1969, to 1973. For 10'years after that, =
& he_was self-employed as a consultant “pri: :
*~marily - ins>the - aerospace~‘and electronics: 3
! fields.” * IR T VA RS
t - President. Kenneth Perko was chief-of *;
P'ihe “air vehicle technology division at the .
“ Defense Advanted Research Projects Agen-.; " -
J57 .. 7 Confinved on next-page , -
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" From preceding page

_cy (DARPA) of the Department of Defense
. from 1974 to 1879, when he, too, became a’
" consaltant. * T .
For several years, Simon served as chair-
man of Alpha Group Consultants Ltd., a
company owned by Perko. Besides being
president of Alpha Group, Perko simulta-

neously was.a vice president .of Allan D.
which  Simon

Simonr Associated Ltd.,
owned. .

Vice President and ‘General Manager
Robert J. Whalen had been. president of
Martin Marietta Corps - Orlanda, Fla,
aerospace division; a major maker of mis-
siles. Other officers came from DARPA,

various other defense department research’ -

 facilities and from a smattering of big de-
fense contractors. And one of the directors

is George M. Bunker, former chairman of

Bunker Ramo Corp. and Martin Marietta.

Simon, 50, and- Perko, 42, each own 42.3
percent of Global Analytics (3.9 million
. shares apiece) and would have become.
- overnight millionaires if-the stock offering
had gone on as scheduled. - ’

Each of the founders planned to sell .

240,000 shares. At the asking price of $14
to $17. a share, Perko and Simon would

have taken home between $3.3 and $4 mil- .

lion each. .

Given the background .o-f the oompan&’s :

management, some analysts say they would

be surprised if Global Analytics was not in -
touch with the Pentagon all along about the ~

-advisability of the stock offering. Because
of that, defense stock analyst Mager sug-
gests, the purported fears about breaching
national security may have been “a conven«
jent excuse because the deal couldn’t be
done in this market.”

. .He and some other énalysts speculate
that the company’s decision to pull back
may have come after a testing of the waters

for new stock issues. They suggest that po-.

e e
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tential tavestors might have been tumedfdff
by the secrecy surrounding the company.

" But - other -analysts familiar with the

available” knowledge about the company
doubt that was’ the case. The market for

new stocks, though less attractive than it .

was a few months ago, still is ripe for com--
. panies with technologyas hot as Global
. Analytics’ stealth know-how.

"1t is not known where Global Analytics
will now turn to raise the funds it saidAi‘n

the \pr}')s-pectﬁs—'i'f' ‘needed to purchase cap-

capital. . - o )

One option might be to take on one or
more corporate partners. Prior. to the issu-
ance of the prospectus, Global Analytics

raised $7.5' million- by selling about § per-

cent of its stock to a subsidiary of Alumi-
num Co. of American (Alcoa). The compa-

ny itself sold: 300,000 shares of ;tocl_{_‘to the

! 4
- 7' Designed by Carol Porter—The Washington Post X

.. " . N ,

N Alcoa unit and another 164,000 shares were
* ital equipment for the expansion of its Cal- > purchaséd from the personal holdings of

ifornia production facilities and for working

Simon and Perko.. . = -- o

- As part of the transaction, the two com-
panies entered into-a series of joint arrange-
ments to develop stealth technology. The

- company might raise additional funds

through similar- deals, or it could use the g
venture-capital or private-placement mar-
kets to_raise private funds with a reduced *

risk of compromising défense secrets, .
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N atlonal Securlty Usua]ly Wins i in Conﬂlcts Over Dlsclosure

How to reconcile national security with
federal securities laws is a question faced -
by many Washington public companies -

that do top-secret government work.
While Global Analytics - Inc.’s with-
drawal of a stock offering “for reasons of

national security” appears to be the most .

~ extreme result of the occasional clash be-
tween public disclosure and national se-

curity, officials of other public companies -

, say they occasionally face similar prob-

 lems. .

When that conflict arises,. natlonal se-

curity always wins, they. say. :

- “Any time that the contracts them-
selves are classified, you can't talk about

- them,” says Earle Williams, chairman-of -
BDM International Imc. of McLean,

which includes a variety of top-secret gov-
ernment work in its portfolio of profes-
sional services contracts.

But Williams says the challenge posed
by the Securities and Exchange Commis-

sion’s financial-data reporting require- .
ments»“is just actually part of the overall )

security problem.”™

—

- The' paperwork reqmred by “thé 'SEC
pr&ents several opportunities for - infor- -

. mation"about top-secret contracts to seep
out. The SEE. . requires that information
“material” to. a mmpﬁ!;y S; performance,

) dlsclmmets Some. compames ‘say . very.

- straints.

such as income from major, lines of busi-
pess, be included in public- documents
such as annual reports, 10-K financial
reports and stock prospectuses. A com-
mon rule of thumb is that any business
accountmg for 5 percent or more of a
company’s revenues should be disclosed.
But the SEC also makes allowances for .
top-secret work, allowing some informa-

tion that would affect national security to

be omitted from company documents.
SEC regulations allow companies to stand

behind. this. national security shield if’

they explain confidentxally to ‘the com-

_mission their Teason for requestmg .Lhe

‘protection.

- emphasizing non-secret work and
glossing over -classified contracts
with generalities and natxona]-secunty

.Y ompanies can finesse the Teport- -
ing requirements; experts say, by

ess * because " of _ national- secunty con

" “You. can’ usually -lump - [fmancm] re3

sults from classified work] with-the others.
_ and present them and not have any prob~v

any'. information about parts-of their busi-

lem,” says Coleman Raphael, cha.u'man of
Atlantic Research Corp., the Alexandria- .

based company that makes rockets and -
electronic equipment, and has its share of

top-secret government contracts. .

Be too secretive, however, and the SEC .
- might come back asking for the disclosure -

of more information. Corporate lawyers

.thus must walk a tightrope between what - :
the SEC ‘wants and what the Pentagon -

will let them say—and they always-err on
‘the side of the Pentagon, experts say.

not be.the responsibility of companies to

work out. “If’s actually..a government..

problem to work out the problems that
exist,” be says.

Still, some compamw, like Global An-
alytics, get caught in the crossfire, Global

*only line of* wox‘k
«:Other ~ public  companies
\enough non-secxet busm%s

Analytics is apparently the first company -
ever to retreat back into the: private do-

cuss 1o give mv&stors some 1dea of what
they do without breachmg secunty on
thelr bop-secret projects.’

duce some mformatlon about the

' ome stock a.nalyst,s though, boast - |
« that .they have been able to de-

size of a company’s involvement in . |

top-secret pro;ects by “subtracting from

the company’s government revenues the

firm’s non-secret-contract: work. The dif-

" ference, theoretically; -is the top-secret
Williams' says ' the possible conflicts -
- hetween the Pentagon and SEC should

business. One -analyst, using that process,
claims to have figured out that Northrop
Corp. is doing about $600 million worth

of development on sbealth" projects this o

year.
. Because the SEC. reportmg laws are

dwgned to give investors as much infor-
mation- as possible about a.publicly held - |
‘company, a company that holds back.too |
much ina public filing could raise suspi-

. ity .

perts’say, and - resulting’ wariness“on%th

partof m\iestors ‘might” hurt' the- pgcé of
the 1

5
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